This study has been undertaken with a two-fold objective: Firstly, to analyze the impact of the global financial crises on manufacturing and service exports in four South Asian countries. Secondly, to understand the determinants of export performance in a sample of exporting firms from Pakistan, India, Bangladesh and Sri Lanka. The main emphasis in this part of the analysis will be on various dimensions of the business environment in which firms operate such as the degree of competition from informal activity, prevalence of corruption and the general efficiency of the logistics industry in the economy. The study uses data provided by the Interim Enterprise Survey conducted in 2009-10. Estimation is done in three stages -first on the sample of Pakistani firms, then the pooled sample (containing firms from India, Bangladesh and Sri Lanka) and finally the pooled sub-sample (containing Indian and Sri Lanka firms only). Results reveal that for the pooled sample, the impact of the crises on export growth becomes insignificant by 2011 which could possibly suggest that firms have recovered from the impact of the crises by the time these firms were interviewed for the Interim Survey data collection in 2010. On the other hand for Pakistan, crisis continues to have a significant negative impact on expected export growth even after two years since the onset of the crises -suggesting that financial markets in Pakistan are more underdeveloped relative to comparator countries of South Asia. In addition size is consistently found to be an important determinant of export growth for Pakistani firms. This implies that government policies aimed at promoting organic growth of small firms may be useful in increasing future export growth.
Introduction and Motivation
The idea that trade is important for economic growth dates back to the nineteenth century when classical economists like Adam Smith, Ricardo, John Stuart Mill etc. advocated the favorable effects of international trade on output. Since then a rich body of both theoretical and empirical literature has evolved with regards to exports and trade policy. Within this overall literature, two competing approaches that can be broadly identified are Import substitution industrialization (IS) and Export-Led (EL) growth. According to the EL growth hypothesis, exports can promote economic growth through three main channels that are as follows: (i) trade enables firms (at the micro level) and countries (at the macro level) to gain through specialization and economies of scale. The most efficient producers witness increasing market shares, that in turn lead to aggregate productivity gains through a reallocation of resources (Taylor; 1981, Melitz; , (ii) Exports are an important source of foreign exchange. These resources are important not just for the purchase of vital inputs such as capital and machinery but are extremely valuable where balance of payments constraints are widespread (Faridi; 2012) . (iii) Trade is an important source of knowledge and technological transfers. New growth theory has shown that trade with technologically innovative countries allows access to the technological know-how of trading partners, and also has the potential of encouraging innovative activity by increasing the returns to innovate as traders have access to a larger market relative to non-trading firms.
Empirical studies on determinants of export growth have mainly been macro level studies across countries and regions and have not provided sufficient insights into the specific export promotion policies needed to promote exports and hence growth. It is only recently that firm level data has enabled empirical research to analyze firm level data to get a better understanding of why firms, as opposed to governments and countries, choose to trade. Some studies suggest that differences between exporting and non-exporting are persistent -exporting firms tend to be more productive and this productivity is fed by the larger markets they have access to due to international trade 3 . Evidence also suggest that firms face substantial barriers to trade and models engaging firm heterogeneity to explain decisionmaking, sustainability and growth in the level of exports have become increasingly pertinent (Tybout, 2001; Lawless, 2009) .
While access to the international market has been shown to provide firms with new opportunities and faster growth (Ungson et al., 1997; Qian 2002 ), determinants of firm-level export growth have been varied. Managerial and marketing skills, experience, production technologies and logistical efficiencies provide exporters with firm-specific 'comparative advantages' (Wignaraja, 2008 ) that when compounded with economies of scale lead to substantial cost advantages for these firms over domestic, non exporting firms (Kim et al., 1993; Wagner 1995) . Even firms lacking appropriate internal economies can benefit from agglomeration economies, especially if different areas of the country are strongly specialized in particular industrial activities (Sterlacchini, 2001 ). This can give small firms, and countries, the cost advantage needed for competitive export growth 4 .More recent studies have moved away from cost advantages to barriers to trade that form a threshold firms must cross if they are to export. Rajan and Zingales (1998) established that financial development, by lowering the costs of external finance to firms, leads to economic growth. Studies have applied this principle to a smaller sample of exporting firms and found generally consistent resultsaccess to finance, apart from providing required fixed and working capital is also dependent on firm quality, is hence strongly related to growth of exporting firms (Beck, 2003; Manova, 2005; Becker and Greenberg, 2005) is strongly related to growth of exporting firms. For a panel of UK exporting firms, Guariglia and Mateut (2005) analyze the sensitivity of financial variables to inventory investment and find that exporters tend to be less liquidity constrained.
The only theoretical contribution to this literature, Chaney (2005) , proves that firms with lack of access to finance will be constrained in their exports.
Yet another school of thought focuses on the technical capabilities of the firms as determining the export performance (at the firm level) 5 . This is a notion that fits well with the role technical advancement plays in growth theories. Li (2008) shows that for the US manufacturers, increasing exports is associated with increasing technical efficiency. At the same time, firms may be inhibited from adopting technology by limited access to finance, legal and regulatory constraints and country specific frictions such as corruption 6 .
To this literature, we posit the growing importance that financial and economic events worldwide can have, especially given growing globalization (Mishkin 2007) . The need to be financially robust has become all the more prominent in the wake of Global Financial Crisis, 2008, particularly in the developing countries where under-regulated financial markets can be expected to have increased credit rationing. Its impact on the exporting firms when one considers the widespread effect on national wealth, and hence on export production and consumption, is yet to be seen.
The trade sector in Pakistan has followed the EL growth model since its inception in
1947. Yet the benefits of EL policies in Pakistan have been extremely limited relative to the success such policies have exhibited in East Asia or even in other South Asian countries like Bangladesh and India. Currently, Pakistan is faced with economic stagnation following a spurt of economic growth during the first half of the last decade. Moreover, given the much higher (almost twice) own-income import elasticity relative to the own-income export elasticity in the country, the stagnation following growth acceleration has also been accompanied by balance of payments crises. Given the persistent nature of balance of 5 See Lall, 1987 and 1992; Bell and Pavitt, 1993; Nelson, 2008; and Correa, et al., 2008. 6 See Parenta and Prescott, 1994; . Hall and Khan, 2003 provide a summary of the literature on determinants of technology adoption.
payment constraints in the country, the trade sector can serve to push the economy towards a sustainable, higher growth trajectory.
In this backdrop, this study has a two-fold objective: First, to analyze the impact of the global financial crises on manufacturing and service exports in four South Asian countries. On the one hand, the costs of external finance for both the private and the public sectors rose with a badly hit financial sector, and on the other, export earnings fell making the governments of these countries even more reliant on external finance 7 . Since then, the growth of exports in South Asian economies has been recovering -in 2010 export growth was impressively higher than in the years preceding the crisis (Figures 1 and 2 in appendix).
Exports growth in Pakistan, for instance, has increased from -8% in 2007 to 18% in 2010.
Nevertheless, heterogeneity amongst countries is reflected in differential, albeit positive, rates of growth across these four countries, with India leading with a growth of almost 22% in its exports. This study provides an analysis of how the crises impacted exporting firms in South Asia 8 and attempts to delve deeper into the characteristics of firms that were hit negatively.
The findings may be useful in formulating policies which may provide better safeguard for firms against future shocks transmit through the global financial network.
The second objective of the study is to understand the determinants of export performance in a sample of exporting firms from Pakistan, India, Bangladesh and Sri Lanka.
The main emphasis in this part of the analysis will be on various dimensions of the business environment in which firms operate such as the degree of competition from informal activity, prevalence of corruption and the general efficiency of the logistics industry in the economy.
The organization of the paper is as follows: Section 3 describes the data used. 4 explains the methodology used. Section 5 discusses the results of the regression estimates.
Section 6 concludes the paper and provides policy implications.
Data
The study uses data provided by the World Bank's South Asia Interim Enterprise Survey External Financial Access: On average, exporters have greater access to external finance (as measured by the percentage of working capital 11 financed through private commercial banks, 9 The dataset on Bangladesh only provides information on sales, labor, and finance. 10 Mention that large firms have been over sampled to maintain representativeness 11 An alternative possibility was to use percentage of fixed asset investment undertaken over 2009 to 2010 that was financed through external sources. This alternative measure was not used as the response rate for this question was much lower. Thus using this measure would have meant reducing the sample size which would have effected estimated results.
state-owned banks or non-bank financial institutions) as compared to non-exporting firms.
This differential is highest in Pakistan while the smallest in Bangladesh. In Pakistan for instance, exporting firms have almost four times greater access to external finance than nonexporting firms. In Sri Lanka exporters have 10% higher external financial access than nonexporters while in the case of India this differential stands at almost 5%.
Financial Crises:
The perceived impact of the global financial crises on manufacturing and service enterprises seems to differ across exporting and non-exporting firms. In Pakistan for instance, 10 percent more firms in the non-exporters sample report that the crises had a negative impact on their business activity relative to the sample of exporters. The converse differential is greatest in Bangladesh where 24% more exporters report a negative impact of the crises relative to non-exporters while the differential is least in Sri Lanka.
Competition from the informal sector: Exporting firms across all four countries report that they face competition from the informal sector. A comparison with the sample of nonexporting firms in each country shows that compared to exporters, non-exporting firms face more competition from the domestic informal sector. This is understandable given the fact that competition from foreign firms plays a key role in the overall competition faced by exporting firms in each country. Thus rivalry from the informal sector is likely to have a greater influence on non-exporting firms catering to the domestic market.
Prevalence of Bribery:
Descriptive statistics show that in Pakistan, firms spend more time in meeting with tax officials and were more frequently engaged in making bribes compared to firms in India and Sri Lanka; 42% of exporters and 33% of non-exporters report that they spent time and made payments to tax officials over the past year. Thus, it is also interesting to note that exporters report a higher prevalence of corruption than non-exporters in Pakistan. In India on the contrary, an almost equal percentage of exporting and non-exporting firms report to engage in corruption and bribery in order to get work done; 28.6% of exporters and 31% of non-exporting firms report that they made payments to tax officials over the past year. In Sri Lanka, the incidence of bribery appears to be low as very few firms (only 6 in the sample of exporters and 19 in the sample of non-exporters) report to have been engaged in making payments to tax officials 12 .
Logistics: Descriptive statistics reveal that the average number of days to clear customs for Pakistani firms (5) is lower than India (8.7) but higher than Sri Lanka (3.2). For the sample of Bangladeshi exporters, information on logistics was not available.
12 For Bangladesh information on bribery and time spent in meeting with tax officials was not available.
Methodology

Empirical Framework
3.1.1Impact of the Global Financial Crises
According to existing literature one of the main methodological difficulties in trying to study the behavior of exports is the issue of 'simultaneity' bias. It is argued that one of the following two hypothesis may hold true: (i) 'self-selection' i.e. more productive firms, with greater efficiency, a larger scale of operations and higher access to finance self select themselves into entering international markets and (ii) 'learning-by-exporting' i.e. firms that enter international markets are exposed to new sources of knowledge, expertise and technology which could aid these firms in becoming larger (Loecker, 2007) . answering the question under study. In the absence of such data however using projected export growth rates along with a cross sectional dataset offers a feasible option for ascertaining the impact of the financial crises on exporting firms in South Asia.
is a vector of controls. These include (i) degree of external financial access (as measured by firm j's percentage of working capital financed through private and state-owned banks as well as non-bank financial institutions), (ii) size of the firm (whereby size is defined in terms of number of the number of people working for firm j such that a small firm is one which employs less than 20 workers, medium employs between 20 to 99 workers while large firms are classified as those which hire 100 or more workers), (iii) the industry to which firm j belongs and (iv) the location where firm j is located. For the sample of Pakistani firms, location is represented by city dummies while in the pooled sample country dummies are used to account for location.
To explore the impact of the crises further, we try to identify what are the characteristics of firms which were hit by the crises. To that end, we augment (1.0) by adding interactive terms between crises and financial access as well as between crises and size both for the sample of Pakistani exporters as well as in the pooled sample containing exporting firms from India, Bangladesh and Sri Lanka.
Impact of the Business Environment
In line with the second objective of the study, the following model (as illustrated by equations 2.1 to 2.3) is specified to understand how various dimensions of the business environment such as corruption, logistics and informal activity impact export performance.
As before the dependent variable measures the average annual growth rate of exports which is expected between 2010 and 2011 for firm j while lagged variables are used on the right hand side to control for 'simultaneity bias'. is a vector of the same controls which were mentioned in the last section i.e. size, financial access, industry and location. 
.2 Estimation Strategy
Given the continuous nature of the dependent variable, the study employs an ordinary least squares estimation technique (OLS). Estimation is done in three stages -in the first instance, the the sub-sample of Pakistani firms are used to estimate the models listed in the previous sections. In the second instance, the models are estimated for the pooled sample which includes firms from all the other three south Asian economies i.e. India, Bangladesh,and Sri Lanka. In the third instance, models 2.1-2.3 is only estimated for the pool of Indian and Sri
Lankan firms as information on these dimensions was not available for Bangladeshi firms.
Results
The Impact of the Global Financial Crises
Pakistan
For the sample of Pakistani exporters, results show that the crises had a significant and negative impact on export growth. Firms that were affected by the crises witnessed 16% lower average annual export growth compared to firms that were not affected by the crises. In addition we find that size is a significant determinant of export growth -both medium and large firms experience substantially higher export growth than small firms implying that there When we augment our model with an interaction term between crises and external finance (column 2, Table 1 ), we find that the crises variable becomes insignificant while the interaction term is significant. This implies that the impact of the crises actually works through the finance channel such that firms that had high levels of external financing currently that were also hit by the global financial crises expect to experience lower export growth compared firms that were hit by the crises but were not financed through external sources. Thus, crises on its own do not have a direct impact on export growth as illustrated by the insignificance of the crises dummy in the model (column 2, Table 1 ). The size effect continues to hold even in the augmented model as medium and large firms persistently show higher export growth than small firms.
As a next step, the model is augmented with interactive terms between crises and size (column 3, Table 1 ). Results show that there is no differential impact of the crises across size.
Thus it is not the case that medium/large firms are more or less likely to be impacted by the crises relative to small firms. Regression estimates also show that the earlier result of crises not exerting a direct significant impact on expected export growth continues to hold (as illustrated by the insignificance of the crises variable).
India, Sri Lanka and Bangladesh
Results on the pooled sample containing Indian, Sri Lankan and Bangladeshi exporting firms show that the crises had an insignificant impact on expected export growth (column 4, Table   1 ). It is important to note that the dataset employed by the study is for the year 2010 -two 13 Friesenbichler (2011) years after the onset of the global financial crises. Thus there is a probability that firms have partially or completely recovered from the crises. In fact examining the trend in export growth for each of the four south Asian economies shows that exports decline in 2008 and 2009 but export growth is positive post 2010 (Figures 1-4 in the Appendix). Thus the insignificance of the crises variable reflects not that firms were not impacted by the crises but that by 2010, they had regained their export outlook.
Results also show that firms in India exhibit higher expected export growth than firms in Sri Lanka (which has been taken the base category). The result also holds true when
Bangladesh is taken as the base category. However when we augment the model with an interactive term between financial access and the Indian country dummy, we find that this expected export advantage for Indian firms is actually driven by those firms that have high levels of external financial access (column 5, Table 1 ). Thus, firms in India which have financial access have 1.4% points high export growth than Indian firms without financial access as well as those in other countries.
To gauge whether there is an inter-country differential in the impact of the financial crises, we add an interactive term between the country dummy for India and the crises variable. We find there is no difference across country in this dimension as is evident from the insignificance of this variable (column 5, Table 1 ).
In addition, we find that contrary to Pakistani firms, the impact of the crises does not vary by the extent of financial access -as demonstrated by the statistical insignificance of the interaction term between crises and financial access (column 6, Table 1 ). However, similar to Pakistan, firms in the pooled sample do not face a size advantage in counteracting the impact of the crises on export activity (column 7, Table 1 ).
In conclusion, for the pooled sample under study, crises has an insignificant impact on export growth between 2010 to 2011 which could possibly suggest that firms have recovered from the impact by the time these firms were interviewed for the Interim Survey data collection in 2010. In addition, Indian exporting firms have a competitive advantage over exporters in Bangladesh and Sri Lanka. This advantage is largely driven through external financial access.
On the other hand for Pakistan, crisis continues to have a significant negative impact on expected export growth two years since the onset of the crises. This negative impact is stronger for firms with higher levels of external financial access. In addition size is consistently found to be an important determinant of export growth for Pakistani firms.
The Impact of Business Environment
Corruption
Estimates of the impact on business environment reveal that in the case of Pakistan, corruption does not have a significant impact on export growth (column 1, Table 2 ). Results from the augmented model however, show that corruption exerts a significant and negative impact on export growth on firms that have access to external finance (column 3, Table 2 ).
As before, size remains an important determinant of export export growth as is evident from the significant size dummies in all specifications (column 1, Table 2 ). However, the size impact on export growth is not affected (neither dampened nor enhanced) by the prevalence of corruption. Thus these findings suggest that the impact of corruption only works through the external finance channel.
In the pooled sample, corruption is insignificant in explaining export growth not just directly but also through indirect channels such as financial access and size (column 4, 5, 6, Table 2 ). 
Informal Activity
Results for Pakistan show that competition from the informal sector is insignificant in explaining export growth. This is not surprising given approximately 40% of the exporters in the sample for Pakistan are predominantly catering to the international market (as more than 75% of the total output in these firms is exported) and hence domestic competition (formal or informal) does not have a bearing on the export growth they expect over the year. Results from the pooled sample show that competition from the informal sector has a significant and negative impact on export growth (column 2, Table 3 ). In an efficient market, competition should force market players to improve the quality of their products in order to become more competitive. But if markets are imperfect, increased competition may not necessarily lead to improvements in product quality or in enhanced competitiveness of exports. In such a scenario, competition from the informal sector may cause formal firms to lose market share as well as profits, thereby reducing investments for future growth 14 . The interaction term between informal activity and finance is however positive and significant suggesting that this negative impact of competition from the informal sector is dampened if firms are able to rely on external sources of finance to fund future investments. 
Logistics
Both for Pakistan as well as for the pooled sample estimates on logistics do not have any explanatory power in explaining the variation in expected export growth. This result is robust in the augmented specifications that account for differential growth of firms that have financial access or are large. However we must allow for the fact that this data is perceptions based so the variable on logistics may not be necessarily capturing the actual efficiency of the logistics industry in the country as perceptions may and/or the perceptions may not be well founded.
Conclusion
The South Asian Enterprise Survey data confirm the high export of firms in South Asian
Economies -however, growth was far from homogenous. On the basis of the results presented in the last section, it can be concluded that exporting firms from other South Asian countries in our sample had recovered from the global financial crises within two years since the first onslaught of the crises. In Pakistan however, firms continue to be negatively impacted by the financial crises of 2007-08. This goes to show that markets in Pakistan are more underdeveloped than markets in other South Asian countries particularly India. In fact, firms in Pakistan that have high level of current external financing tend to become more vulnerable as a result of crises given greater financial obligations and are likely to experience greater reductions in future exports relative to firms with little or now external finance.
Results on business environment show that variables on corruption, logistics as well informal activity are insignificant in explaining export growth for both our samples. However this is not to say that business climate does not matter. Rather, given the perceptions based nature of this data, without further investigation with actual indicators on each of these dimensions, provides an incomplete picture of the role of these variables in explaining future export growth.
Some exceptions to the above results are the following: (i) Pakistani firms with external financing become more vulnerable to the detrimental effects of corruption on export growth.
(ii) The presence of external financing dampens the negative effect of competition from the informal sector for the sample of Indian and Sri Lankan firms.
In addition results indicate a significant advantage due to size with the medium and large dummies continuing to be significant in all specifications for Pakistan.
Policy Implications:
Persistent negative impact of the financial crisis on Pakistani exporters, compared to their counterparts in India, Sri Lanka and Bangladesh, point towards a need for more developed markets. For instance, robustness to global crises will require well-functioning financial markets where informational asymmetries and resultant credit rationings are kept to a minimum. Results of this study indicate that improving access to finance can counter-act some of the negative impact of competition from the informal sector. At the moment,
however, it appears that that the state of the financial sector (and the asymmetry of information in lenders face) is such that external financing serves to make firms more vulnerable to corruption.
The finding that large and medium firms outperform smaller firms requires that size be an important consideration for policy makers when considering industrial policy.
Thus government policies that are aimed at promoting organic growth of small firms into medium and eventually large in size may be of great importance in promoting export growth in Pakistan. 
